SELECTED EXPLANATORY NOTES

1.
Accounting Policies and Methods of Computation

The interim financial report has been prepared in accordance with MASB 26 – Interim Financial Reporting and Chapter 9 part K of the Listing Requirement of Bursa Malaysia Securities Berhad. The same accounting policies and methods of computation are followed in the interim financial statements as compared with the  annual financial statements for the year ended 30 June 2003.

2.
Audit Report


The auditors’ report of the Company’s annual financial statements of 30 June 2003 was not subject to any qualification.

3.
Seasonality or Cyclicality


The operations of the Group are not subject to any seasonality or cyclicality factors.

4.
Unusual Items


There have been no unusual items affecting assets, liabilities, equity, net income, or cash flows of the Group.

5.
Changes In Estimates of Amount Reported Previously Affecting Current Interim Period


There are no changes in estimates of amount reported in prior financial years, which have a material effect in the current interim period other than the prior year adjustment made.

6. Debt and Equity Securities


There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities other than the rights issue of 92,886,400 new ordinary shares with 92,886,400 new warrants. 

7.
Dividends


Dividends were neither paid nor proposed during the current interim financial period.

8.
Segmental Reporting

No segmental reporting has been prepared as the Group’s activities are predominantly in the telecommunications industry in Malaysia.

9.
Valuations of Property, Plant and Equipment

Valuations of property, plant and equipment have been brought forward, without amendment from the previous financial statements.

10.
Subsequent Events


There were no material events subsequent to the end of the current interim period that have not been reflected in the financial statements for current interim period.

11.
Effect of Changes In The Composition of The Group


There has been no change in the composition of the Group during the interim period under review.

12.
Changes In Contingent Liabilities


The changes in contingent liabilities since the last annual balance sheet date are tabulated below:

Bank Guarantee
RM’000

Balance as at 30 June 2003
2,422

Extended during the period
   727

Discharged during the period
(1,473)

Balance as at 19 August 2004
1,676

13.
Review Of Performance


For the quarter ended 30 June 2004, the Group recorded a revenue of RM3.455 million and loss before tax of RM34.451 million. The loss position was mainly due to the share of losses of associates amounting to RM24.557 million and recognition of impairment losses in respect of the investments in associates amounting to RM8.998 million. The enlarged share of losses of associates was mainly due to the additional depreciation charges resulting from the change in expected remaining useful lives of plant and machinery by an associate as well as the employee termination benefits incurred in relation to the rationalization exercise carried out by the associate.

14.
Material Change In The Profit Before Taxation Compared To The Results Of Immediate Preceding Quarter


Loss before tax of RM34.451 million was higher than that reported in last quarter of RM4.960 million. The increased loss was mainly attributable to the impairment losses in associates mentioned above and the increased amount of share of losses of associates from RM4.844 million during the previous quarter to RM24.557 million during the current quarter under review.

15.
Commentary of Prospects

The completion of the rights issue exercise has resulted in substantial saving in financial costs. At the same time, the Group continues to actively explore new products and ventures to expand its current operations.

As the investment interest in the cable associates has been fully eroded due to the share of losses as well as the recognition of the impairment loss, the Group is no longer required to account for the future losses of the associates, which are expected to continue operating in a depressed cables market.

16.
Financial Forecast/Profit Guarantee


No financial forecast was announced or made hence there was no comparison between actual results and forecast.

17.
Tax


The tax expense for the period is made up as follow:


Current Quarter
Year to date


RM’000
RM’000

Income tax:

· Provision for the period

      -    Underprovision in prior years
 (60)

 281
  -

234


 221
234


The group is not expected to incur any income tax expense for the current financial year due to its loss position.

Potential tax benefits to be derived from unabsorbed losses was not recognized as deferred asset based on prudence until there is strong evidence indicating that it is probable that future taxable profit can be available for utilization against the unused tax losses.

 18.
Sale of Unquoted Investments / Properties


There was no sale of unquoted investments or properties during the current interim period under review.

19.
Purchase or Disposal of Quoted Securities


a).
During the interim period under review, the Group received some quoted



securities of 484 units of shares for trade settlement.


b).
Investment in quoted shares as at the reporting period :


RM’000

Quoted in Malaysia, at cost
8

Provision for diminution 
(6)

Carrying value
2

Market value
2

20.
Corporate Proposal

a) Status of corporate proposal

There was no uncompleted corporate proposal.

b) Status of utilization of proceeds from rights issue

The status of utilization of proceeds from rights issue as at 23 August 2004 is tabulated below:


As approved
Utilization


RM’000
RM’000

Repayment of bank borrowings
10,179
10,179

Working capital
15,887
15,887 *

Rights issue expenses
  1,800
  1,131

Total
27,866
27,197

* Included in the utilization of working capital are amounts placed as short term deposits amounting to RM9.15 million with a financial institution.

21.
Group Borrowings and Debt Securities


The Group has no borrowings and it does not issue any debt securities.

22.
Off Balance Sheet Financial Instruments


The Group did not undertake any off balance sheet financial instruments arrangement.

23.
Material Litigation


There is no pending material litigation.

24.
Loss Per Share


Current Quarter

30-06-04
Current 

Year To Date 

30-06-04

Basic



Net loss attributable to shareholders (RM’000)
34,579
49,223





Weighted average number of ordinary shares in issue (‘000)
248,630
248,630





Basic loss per share (sen)
13.91
19.80





Diluted



Net loss attributable to shareholders (RM’000)
34,579
49,223





Weighted average number of ordinary shares in issue (‘000)
248,630
248,630

- Warrants: incremental shares issued for no consideration assuming full conversion (‘000) 
4,423
4,423

Adjusted weighted average number of ordinary shares for calculating diluted loss per share (‘000)
253,053
253,053





Diluted loss per share (sen)
13.66
19.45

By Order of the Board

Richard Voon Siew Moon

Group Financial Controller

25 August 2004, Kuala Lumpur

